U.S. Farm Income

Net cash income and net farm income initially fall from recent record highs. Net cash income
declines through 2019 before generally rising over the latter part of the projection period. Net
farm income, which through 2015 fell more sharply from its peak, generally rises after 2016.

e Projected reductions in prices for most major crops and livestock result in declines in farm
cash receipts in 2015-17. Crop cash receipts fall through 2016, while livestock cash
receipts decline through 2018. Cash receipts then grow over the rest of the projection
period as steady domestic and international economic growth support longer term demand
for U.S. agricultural products.

e Total direct Government payments are projected to increase to more than $13 billion in
2016 and 2017, largely reflecting lower crop prices that push up payments under the
Agriculture Risk Coverage (ARC) and Price Loss Coverage (PLC) programs of the
Agricultural Act of 2014. Government payments then fall in 2018 and 2019 as commodity
prices begin to rise. Government payments are projected to increase again in 2020 before
falling over the remainder of the projection period.

e Total farm production expenses and cash expenses fell in 2015 as declines in feed costs and
energy-related input prices combined with reduced acreage to lower expenses for
farm-origin and manufactured inputs. Farm production expenses are projected to increase
after 2017 as crude oil prices and interest rates rise.

U.S. farm income indicators

Billion dollars

150

125 |

100 .
Net cash income

75 r

50 £ Net farm income

25

0
1990 1995 2000 2005 2010 2015 2020 2025

48 USDA Long-term Projections, February 2016



U.S. net cash income

Billion dollars
500

100 +

0 T T T T T T
1990 1995 2000 2005 2010 2015 2020 2025

U.S. net farm income

Billion dollars
500

«— Netfarm income
400 -

200 {rr 7 T T
9700955

X

100 +

0 T T T T T T
1990 1995 2000 2005 2010 2015 2020 2025

U.S. cash receipts

Billion dollars

500

200 | O Livestock
H Crops

300

200

100

0
1990 1995 2000 2005 2010 2015 2020 2025

USDA Long-term Projections, February 2016 49



Direct Government payments
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Direct Government payments to farmers rise sharply in 2016, mostly due to ARC and PLC
payments under the Agricultural Act of 2014. After falling to $7.5 billion in 2019, direct
Government payments rise again in 2020 and average less than $10 billion per year over 2020-25,
compared to an annual average of more than $15 billion in 2001-10. The Conservation Reserve
Program (CRP), ARC, and PLC provide the largest direct Government payments to the agricultural
sector over the projection period.

e Acreage enrolled in the CRP is assumed at slightly less than its legislative maximum of
24 million acres under the Agricultural Act of 2014. As crop prices begin to rise again,
average rental rates for land in the CRP will also increase. As a result, CRP payments are
projected to increase from about $1.8 billion in 2015 to $2.4 billion in 2025.

e Payments under the ARC and PLC programs total about $9 billion annually in 2016 and
2017, reflecting reductions in crop prices from relatively high levels of recent years. While
these payments fall in 2018 and 2019 as crop prices rise, they jump to nearly $5 billion in
2020 as some producers are assumed to shift to PLC. (The initial producer election of
ARC or PLC under the Agricultural Act of 2014 covers 2014-18 crops. For projections
beyond those years, another enrollment election is assumed to be available for 2019-25
crops.) These payments and overall direct Government payments to farmers then fall over
the last 5 years of the projection period, again reflecting rising crop prices.
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U.S. farm production expenses
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Total farm production expenses fell in 2015 as declining agricultural commodity prices reduced
farm-origin costs, while lower planted acreage and crude oil prices reduced manufactured input
expenses. Production expenses rise after 2017, although increases are less rapid than the overall
rate of inflation through 2025. While interest expenses and fuel and oil costs rise faster than the
general inflation rate during these years, expenses for farm-origin inputs and other manufactured
inputs are up less than the general inflation rate. Aggregate expenses for other nonfarm-origin
inputs increase at rates somewhat below the overall inflation rate.

e Interest costs rise faster than the general inflation rate over the projection period, reflecting
rising farm debt levels as well as increasing interest rates due largely to tightening
monetary policy.

e Production expenses for fuel and oil also rise faster than the general inflation rate after
2017, largely reflecting increases in crude oil prices. Reductions in planted acreage in
2016-17 combine with anticipated higher domestic nitrogen fertilizer production capacity
and relatively low natural gas prices to lower fertilizer expenses slightly in this period, with
these costs rising more slowly than the general rate of inflation later in the projection
period.
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Table 24. Farm receipts, expenses, and income, long-term projections

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Billion dollars

Cashincome statement
Cashreceipts: 4219 378.3 3719 366.8 368.0 372.2 375.5 380.6 384.7 389.9 396.6 403.0
Crops 209.7 1915 187.2 188.8 192.7 196.2 199.2 202.1 2049 207.7 210.8 214.1
Livestock 212.2 186.8 184.7 178.0 1753 176.0 176.4 1785 179.8 182.2 185.8 188.9
Direct government payments 9.8 10.8 13.8 13.6 8.8 7.5 10.0 9.8 9.7 9.5 9.4 9.1
Farm-related income 35.4 34.6 34.0 34.1 34.2 343 343 34.5 34.6 34.7 34.8 34.9
Gross cashincome 467.1 423.6 419.6 4145 4109 4139 4199 4248 429.0 434.1 440.8 447.0
Cash expenses 3385 330.6 331.8 329.8 3343 339.5 3444 349.0 353.8 3581 3624 3679
Net cashincome 128.6 93.0 87.8 84.7 76.6 74.4 75.5 75.9 75.2 76.0 78.3 79.1

Farmincome statement
Gross cashincome 467.1 4236 419.6 4145 4109 4139 4199 4248 429.0 434.1 440.8 447.0
Non-moneyincome 16.9 16.5 17.1 17.7 18.4 19.0 19.6 20.4 20.8 21.2 21.5 21.9
Value ofinventory change -3.3 -1.6 2.7 1.1 1.5 1.3 1.0 0.7 0.7 0.7 0.6 0.9
Gross farm income 480.7 438.5 4341 4334 430.7 434.2 4405 446.0 450.5 456.0 4629 469.8
Total expenses 390.3 3826 383.1 372.6 372.7 376.2 3788 3822 3869 391.3 3954 401.0
Net farm income 90.4 55.9 51.0 60.7 58.0 58.0 61.7 63.8 63.6 64.7 67.5 68.8

The projections were completed in December 2015. History for 2014 and short-term forecasts for 2015 are from USDA-Economic Research

Service, November 24, 2015.
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